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BEFORE THE ARIZONA CORPORATION COMMISSION

WILLIAM A. MUNDELL
Chairman

JM IRVIN

Commissioner

MARC SPITZER
Commissioner

In the matter of:
ROBERT DALE HYLTON

19404 North 71% Avenue
Glendale, Arizona 85308

HYLTON ENTERRPISES, INC.

P.O. Box 5955
Glendale, Arizona 85312

OREO MANAGEMENT CO.
19404 North 71% Avenue
Glendale, Arizona 85308

LEGEND LEASING CO.
19404 North 71% Avenue
Glendale, Arizona 85308

LIBERTY MARKETING CO.
19404 North 71% Avenue
Glendae, Arizona 85308

PASSPORT WHOLESALE SUPPLY

19404 North 71% Avenue
Glendale, Arizona 85308,

Respondents.
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DOCKET NO. S-03394A-01-0000

NOTICE OF OPPORTUNITY FOR
HEARING REGARDING
PROPOSED ORDER TO CEASE
AND DESIST, FOR RESTITUTION,
FOR ADMINISTRATIVE AND
FOR OTHER AFFIRMATIVE
ACTION

NOTICE: RESPONDENTSHAVE 10 DAYSTO REQUEST A HEARING

The Securities Divison (“Divison”) of

the Arizona Corporation Commission

(“Commission”) aleges that respondents have engaged in acts, practices and transactions that

congtitute violations of the Securities Act of Arizona, A.R.S. § 44-1801 et seq., (“ Securities Act”).
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DOCKET NO. S-03394A-01-0000

I
JURISDICTION
1. The Commission has jurisdiction over this matter pursuant to Article XV of the Arizona
Constitution and the Securities Act.
.
RESPONDENTS
2. ROBERT DALE HYLTON (*HYLTON?") is an Arizona resident whose current address
is19404 North 71% Avenue, Glendale, Arizona 85308.
3. HYLTON ENTERPRISES, INC. (“HEI"), is an entity whose current addressis P.O. Box
5955, Glenddle, Arizona85312. HYLTON isthe owner of HEI.
4. LEGEND LEASING CO. (“LL”") is an entity whose current address is 19404 North 71%
Avenue, Glendale, Arizona 85308. HYLTON isthe trustee of LL.
5. LIBERTY MARKETING CO. (“LMC”) is an entity whose current address is 19404
North 71% Avenue, Glendale, Arizona85308. HYLTON is the trustee of LMC.
6. OREO MANAGEMENT CO. (*“OMC”) is an entity whose current address is P.O. Box
5955, Glendale, Arizona85312. HYLTON isthe owner of OMC.
7. PASSPORT WHOLESALE SUPPLY (“PWS’) is an entity whose current address is
P.O. Box 5955, Glendale, Arizona 85312. HYLTON isthe owner of PWS.
8. The respondents may be collectively referred to as“RESPONDENTS’.
[11.

FACTS
9. HYLTON islicensed in Arizonato sal insurance. Heis a Certified Public Accountant

in the state of Arizona

The Promissory Notes

10. RESPONDENTS offered and sold notes and/or investment contracts in Arizona from

1998 through 2000 for Superior Holding Group, Inc. and Superior Leasing of Arizona Inc.
2
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DOCKET NO. S-03394A-01-0000

(collectively “SUPERIOR”). SUPERIOR was in the automobile-sde leaseback business.
SUPERIOR would purchase automobiles from individuals in need of cash, and then lease the cars
back to the individuals. SUPERIOR literature, given to some investors, stated that SUPERIOR was
collateraized by at least a five-to-one ratio on the value of the car to the purchase price given to the
individual. The literature stated that the default rate was less than one percent. Additionaly,
SUPERIOR dated in the literature that there was no risk to the investor even if they were unable to
reclaim the vehicle; the investor would get paid regardless of that happening.

12. RESPONDENTS sold at least 14 SUPERIOR promissory notes to investors for a
total of at least $812,972. SUPERIOR provided HYLTON with office space rent-free, as well as
paying commissions to RESPONDENTS. HYLTON informed investors that he had known the
president of Superior Holding Group, Inc. and Superior Leasing of Arizona, Inc., LIoyd Rockwell
(“Rockwell™), for a number of years and that Rockwell was a honorable man. HYLTON told
investors the rate of return they would receive on the investment. He did not inform investors that
RESPONDENTS would be receiving commissions from the sale of notes to them. He did not
provide any financial information or background on SUPERIOR or Rockwell to investors.
HYLTON failed to conduct any type of due diligence into SUPERIOR’s business, including
whether it was conducting any business. He did not examine the books and records of SUPERIOR.

13. In the Spring of 1999, the Commission conducted an investigation into the activities
of HYLTON. As part of the investigation, HYLTON was asked to provide a written statement
regarding his sales activities with respect to SUPERIOR. In response to that request, on or about
April 19, 1999, HYLTON provided an affidavit to the Commission in which he denied that any of

his clients invested through him with SUPERIOR.
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DOCKET NO. S-03394A-01-0000

14.  On April 14, 2000, the Commission entered a Consent Order against SUPERIOR
and ROCKWELL, Docket No. S-03373A-99-0000, for violations of A.R.S. 88 44-1841, 44-1842
and 44-1991.

The Cash M achines

15. In or about 1999, HYLTON entered into an agreement with Partners Investment
Network to sell cash ticket machines on behalf of World Cash Providers, L.L.C. (“WCP’). WCP put
together a package of equipment sales and servicesto sell to investors. The package was presented to
investors as “business opportunities,” involving the sale of WCP cash ticket machines (“CTMS’)
together with World Cash Providers, Inc. (“WCP, Inc.”) service contracts, whereby the service
companies would manage the equipment for the purpose of generating a profit for investors.
HYLTON received aten percent commission for selling these contracts to investors.

16.  Although the dfering documents for the CTM investment program describe options
for different levels of managing the equipment, in practice, dl investors selected the full-service
option, which offered a revenue-sharing feature and a buy-back provision. Under the full-service
option, investors have no responsihilities with respect to the operation of their equipment beyond
signing the service contracts, no financia obligations apart from the initial payment to purchase the
units, no continuing financia obligation in the operation of their equipment, and no liability for any
expenses or costs related to the operation of the equipment. Some of the services offered to investors,
including processing and “transaction handling,” require special expertise. The transaction handling
was to be performed by WCP, Inc. for the CTMs. The function was key to generating a profit for
investors.

17.  Investors exercised no managerial or entrepreneurial duties in connection with these

investments. The profits of the investors were dependent upon the transaction handling and
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monitoring services provided by WCP, Inc. The investment was to provide a 13 percent return.
HYLTON told investors that he had visited the company and that the investment would be safe.

18. HYLTON sold WCP investments to three investors for atotal of at least $112,500. As
of this date, no investor has received their principal back from their investment.

19.  On February 8, 2000, the California Department of Corporations found that the
business opportunities sold by World Cash Respondents were securities and ordered WCP, LLC
and WCP, Inc. to stop selling these business opportunities in California.  On May 24, 2001, the
Commission entered an Order against WCP and WCP, Inc., anong others, finding that the CTM
investment program was a security and permanently barring them from violating the Securities Act
by selling it. Docket No. S-03396A-01-0000, for violations of A.R.S. 88 44-1841, 44-1842 and 44-

1991.

V.
VIOLATION OF A.R.S. §44-1841
(Offer or Sale of Unregistered Securities)
20. From on or about 1998, RESPONDENTS offered or sold securities in the form of
notes and/or investment contracts, within or from Arizona
21.  Thesecuritiesreferred to above were not registered pursuant to Articles 6 or 7 of the
Securities Act.
22.  Thisconduct violatesA.R.S. § 44-1841.
V.
VIOLATION OF A.R.S. §44-1842
(Transactions by Unregistered Dealersor Salesmen)
23. RESPONDENT offered or sold securities within or from Arizona while not
registered as a dedler or salesman pursuant to Article 9 of the Securities Act.

24. This conduct violates A.R.S. § 44-1842.
5
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VI.
VIOLATION OF A.R.S. §44-1991
(Fraud in Connection with the Offer or Sale of Securities)

25. In connection with the offer or sae of securities within or from Arizona,
RESPONDENTS directly or indirectly: (i) employed a device, scheme or artifice to defraud; (ii)
made untrue statements of materia fact or omitted to state material facts which were necessary in
order to make the statements made not misleading in light of the circumstances under which they
were made; or (iii) engaged in transactions, practices or courses of business which operated or
would operate as a fraud or deceit upon offerees and investors. RESPONDENTS' conduct with
respect to the offer or sell of promissory notes includes, but is not limited to, the following:

a) Failing to inform investors that the promissory notes were not registered as securities

in Arizona and were not exempt from registration;

b) Failing to disclose the financia incentives that RESPONDENTS received for selling
the promissory notes;

) Failing to provide full disclosure regarding the risk of the investment, including the
potentia to lose principal, and the riskiness of investing in a company with a limited
track record;

d) Failing to provide investors with disclosure statements, prospectuses or financia
statements including but not limited to past operations, balance sheets, statements of
income, retained earnings, cash flows and uses of proceeds that would reflect the
financia postion of these entities; and

€) Failing to disclose RESPONDENTS' own lack of due diligence in investigating the
investment.

26. In connection with the offer or sale of securities within or from Arizona, HYLTON
directly or indirectly: (i) employed a device, scheme or atifice to defraud; (ii)) made untrue
statements of material fact or omitted to state material facts which were necessary in order to make

6
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the statements made not misleading in light of the circumstances under which they were made; or (iii)
engaged in transactions, practices or courses of business which operated or would operate as a fraud
or deceit upon offerees and investors. HYLTON's conduct with respect to the cash machine
securities includes, but is not limited to, the following:

a) Falling to disclose specific risks involved in investments in the business
opportunities, including but not limited to the risk that the CTM units might never be
placed in service,

b) Representing to CTM investors that their equipment would be delivered within 30 or
60 days of their completed contract, when in fact many of the CTMs that were
purchased were never delivered or placed in service;

C) Failing to disclose that many of the WCP CTMs that were purchased were never
delivered or placed in service; and

d) Failing to disclose any financia or background information about the issuers or
their principals.

27.  Thisconduct violates A.R.S. § 44-1991.

VI
VIOLATION OF A.R.S. §44-1992
(Filing of Mideading I nformation with the Commission)

28. In the course of its investigation of HYLTON, HYLTON was required to provide a
document to the Commission regarding his activitiess. HYLTON filed an Affidavit with the
Commission in which he denied that any of his clients invested through him with SUPERIOR. In that
Affidavit, HYLTON made or caused to be made untrue statements of materia fact or omitted or
caused to be omitted from the document material facts or statements necessary in order to make the
satements made therein, in the light of the circumstances under which they were made, not
mideading.

29.  Thisconduct violates A.R.S. § 44-1992.

7
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VIII.
REQUESTED RELIEF

The Divison requests that the Commisson grant the following rdief against
RESPONDENT:

1 Order RESPONDENTS to permanently cease and desst from violating the
Securities Act, pursuant to A.R.S. § 44-2032;

2. Order RESPONDENTS to take affirmative action to correct the conditions resulting
from their acts, practices or transactions, including a requirement to make restitution pursuant to
A.R.S. §44-2032,

3. Order RESPONDENTS to pay the gtate of Arizona administrative penaties of up to
five thousand dollars ($5,000) for each violation of the Securities Act, pursuant to A.R.S. § 44-2036;
and

4, Order any other relief that the Commission deems appropriate.

IX.
HEARING OPPORTUNITY

RESPONDENTS may request a hearing pursuant to A.R.S. § 44-1972 and A.A.C. R14-4-
306. A request must be in writing and received by the Commission within 10 business days after
service of this Notice of Opportunity for Hearing. RESPONDENTS or ther attorney must deliver
or mail the request to Docket Control, Arizona Corporation Commission, 1200 W. Washington,
Phoenix, Arizona 85007. A Docket Control cover sheet must accompany the request. A cover sheet
form and instructions may be obtained from Docket Control by calling (602) 542-3477 or on the
Commission's Internet web site at www.cc.state.az.ug/utility/forms/index.htm.

If arequest for a hearing is timely made, the Commission shall schedule the hearing to begin
20 to 60 days from the receipt of the request unless otherwise provided by law, stipulated by the

parties, or ordered by the Commission. If arequest for a hearing is not timely made the Commission
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may, without a hearing, enter an order against RESPONDENTS granting the relief requested by the
Division in this Notice of Opportunity for Hearing.

Persons with a disability may request a reasonable accommodation such as a sign language
interpreter, as well as request this document in an aternative format, by contacting Shelly M.

Hood, ADA Coordinator, voice phone number (602) 542-3931, email shood@cc.state.az.us.

Requests should be made as early as possible to alow time to arrange the accommodation.

Dated this day of August, 2001.

Mark Sendrow
Director of Securities




